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amount of the capital. In Massachusetts the limit after 1811
was generally 150 per cent, of the capital, with a special limit
after 1829 for notes alone of 125 per cent. Similar provisions
applied in the other New England States, supplemented some-
times by special safety devices; for example, in Maine after
1846 the banks were allowed a maximum fiduciary issue equal
to the amount of the capital, and were required to keep a one-
third reserve against all notes outstanding in excess of one-half
of the capital. In some respects the New England banks formed
a separate self-contained system based upon Boston. They
inspired a confidence which banks in other States lacked, not
so much because of their superior methods, as because of the
generally greater wealth and security which existed in New
England. The notes of the country banks of New England and
of banks outside circulated at a discount, partly due to the cost
of sending them home for redemption and partly to the uncer-
tainty in many cases of their being redeemed. The Boston
banks established a system whereby the best of these other banks
deposited a guarantee fund in Boston, had their notes accepted
at par, and redeemed them with Boston notes received in their
own district. Thus a clearing system was established which
unified the currency of New England and some part of the
surrounding area.

In New York State most of the banks commenced with
charters similar to those of New England, but in 1829, under
the Governorship of Van Buren, a plan was introduced whereby
each bank, as its charter fell to be renewed, was called upon to
pay to a safety fund in six annual instalments an amount equal
to 3 per cent, of its capital. At first the fund was intended to
provide the amount required to meet any deficiency in the
assets of any of the banks which were liquidated. But in 1842,
after a crop of failures, the liability of the fund was restricted
to providing cover for note issues only. By this time, however,
the breakdown of the system was assured. In 1838 a new type
of bank had begun to be established and the fund acquired no
new subscribers. By 1857 it had been drained dry by a succession
of failures, although statistics showed that had it been restricted